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MTHONJANENI MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2012 


NET ASSETS AND LIABILITIES 

Net assets 

Accumulated surplus 

Non-current iiabilities 

Retirement benefits 

Current liabilities 

Consumer deposits 

Trade and other payables from exchange transactions 
Current provisions 

Unspent conditional grants and receipts 

Non Current Liabiiities hetd for sale 
Total NetAssets and Uabilities 

ASSETS 

Non-current assets 
Property, pfantand equipment 
Intangibie assets 
Investment Properties 

Current assets 
Inventories 

Trade and other receivables from exchange transactions 
Other recevabies from non-exchange transactions 
Current investments 
Cash and Cash Equivafents 

Non current assets heid for sale 
Total Assets 




107 568 485 

107 568 485 


1 974 667 

1 974 667 


6 879 698 

490 341 
1 708 626 
413 340 
4 267 391 


116 

422 

850 

75 

946 

377 

73 

303 

973 


52 

778 

2 

589 

626 

40 

476 

473 


274 

477 

1 

301 

462 

4 

190 

386 

30 

040 

000 

4 

670 

148 


116 422 850 
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FOR THE YEAR ENDED 30 JUNE 2012 


CONTINUING OPERATIONS 

Note 

2012 

2011 

REVENUE 


R 

R 

Property rates 

12 

6105 979 

5 695 301 

Property rates - penalties imposed and collection charges 


544 680 

495 113 

Service charges 

13 

14412 831 

12 000 170 

Rental of facilities and equipment 


457 265 

393 960 

Interestearned 


2 762 931 

2 340 828 

Traffic fines 


-1 681 532 

18 690 

Licences and permits 


: 39- 

2 587 305 

Provision for Bad Debt 

34 

1 530 293 

- 

Government grants and subsidies 

14 

49698 413 

37 104 580 

Other income 

20 

1 056 986 

788 416 


Totai Revenue 


EXPENDITURE 

Employee related costs 16 

Remuneration of counciiiors 17 

Collection costs 

Provision for Bad Debt 34 

Depreclation 7.1;7.2&7,3 

Repairs and maintenance 

Buik purchases 18 

Contracted servlces 

General expenses 19 

Adjustments to ieave pay provisions 34 

Adjustments to landfill site rehabilitation provisions 34 

Total Expenditure 

SURPLUS FOR THE YEAR FROM CONTINUED OPERATIONS 


DISCONTINUED OPERATIONS 
DEFICIT FOR YEAR 

TOTAL SURPLUS FOR THE YEAR 


36 



61 424 363 



i3W%ae 

^^50899 

12 984 364 

2 346 050 

8 347 

1 794 940 

2 954 396 

1 623 881 

fi fiftfi riTo 

9 765'^^! 

i 

1 

1 

658 374 

9 377 128 
236 731 

/B 854 454 

40 847 290 

35 070 150 

20 577 073 

( 73.160) 

{ 156 519) 

34 997 000 

20 420 554 
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MTHONJANENI WIUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2012 


Accumulated 

Surplus 

R 


Total 

R 


107 568 485 


34 997 000 


142 565 485 


107 568 485 


34 997 000 


142 565 485 


87 189 355 


20 379 130 


87 189 355 


20 379 130 


Balance at 30 June 2011 

2011/2012 
Surplus for the year 

Balance at 30 June 2012 


Balance at 30 June 2010 

2010/2011 
Surplus for the year 


Baiance at 30 June 201 1 


107 568 485 


107 568 485 




















MTHONJANENi MUNiCIPALlTY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2012 


CASH FLOWS FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government grants and other 
Cash paid to suppliers and empioyees 
Cash generated from operations 
Interest received 

NET CASH FLOWS FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 
Proceeds sale of Assets 

NET CASH FLOWS FROM INVESTING ACTIVITIES 
CASH FLOWS FROM FINANCING ACTIVITIES 
tncrease/ (Decrease) in consumerdeposits 
NET CASH FLOWS FROM FINANCING ACTIVITIES 
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 
CASH AND CASH EQUtVALENTS AT THE BEGINNING OF THE YEAR 
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 



7.1; 7.2 & 7 


2011 

R 


53,033.152 

39.877.808 


13 155 344 
2 340 828 


15 496 172 


{ 19 863 515) 
278 874 


(19 584 641 


( 52 064) 


52 064 


( 4 140 533) 
38 850 681 


34 710 148 


















AccountinQ Poltctes 


The principal accounting poiicies adopfed in the preparation of tiiese finandaJ statemente are set out below : 

1 BASiS OF PREPARATION 

The annual financial statements have been prepared in accordance witti the Standards of Generally 
Recognised Accounting Practices (GRAP) issued by the AccounSng Standards Board in accordance with 
Section 1 22(3) of the Municipal Finance Management Art. (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered ɓy the above GRAP 
Standards have been deveioped in accordance vnth paragraphs 7 , 11 aid 12of GRAP 3. These 
accounting polides and the applicable disdosures have been based on the South African Statements of 
Generally Accepted Accounting Practices (SA GAAP) induding any interpretafions of such Statements 
issued by the Accounting Practices Board. 

1.1 SIGNIFiCANT JUDGEIWENTS AND SOURCES OF ESTIMATKDN UNCERTAINTY 

In preparing the annuaf fnandal slatements. management is required h3 make estimates and 
assumptions that affect the amounts represented in the annual finanda! statements and related 
disdosures. Use of available information and the application of judgement is inherent in Bie formation of 
estimates. actual results and the future could differ from these estimates which may be material to the 
annual fnancia! statements. significant Judgements indude: 

1.1.1 Provisions 

Management determined an estimate for provisions raised based on Ihe information availabie. Additional 
disdosure of these estimates of provisions are induded in note 36 Finandal Instruments. 

1.1.2 Useful lives of property, ptant and equlpment 

As disdosed in accounting polides 1 .5 the munidpality depreciates/amortises its property, plant and 
equipment and intangibie assets over the estimated usefui lives of ihe assets, faking into account the 
residuat values of the assets at the end of their useful lives, which i$ determined when the assets become 
avaiiabie for use, The usefui iives and residuat values are based on indusfiy knowledge and reviewed 
annually. 


1.1.3 Defined benefit ptan Ifabilities 

As described in accounting policy 1 .12. the munidpality obtains acturiai valuations of its defined benefit 
plan liabillties. The defined benefit obligalions of the munidpality that were identified are post retirement 
health benefit obligations and long service awards. The estimated liabilities are recorded in accordance 
with the requirements of lAS 1 9. Detaiis of the liabillties and the key assumptions made by the actuaries 
in estimating the liabilities are provided tn note2,l and 2.2tothefinandal statements. 

1.1.4 Revenue recognition 

Accounting policy 1,9.1 on revenuefrom exchange tranactions and Accounting poiicy 1.9.2 onrevenue 
from non-exchange Iranactions descrlbes toe conditions under which revenue is recorded by the 
management of the municipaiity, The managemment of fhe municiplaity i$ salisfied ihat recognition of the 
revenue in the current year is appropriale, 

1.1.5 Financial assets and liabilities 

The classification of financial assets and liabilities, into catergories, is based on managements educated 
judgement. 

1.1.6 Changes in accounting poiicies 

Changes in accounting poticies that are effected by management have been applied retrospectively in 
accordance with GRAP 3 requirements, exc^ to the extent that it is impracticable to determine the 
period-specfic effects or the cumulative effect of a change in poltcy. In sudi cases, the munidpality shall 
restate the opening balances of assets, liabiiities and net assets ftwthe earliest period vrftich 
retrospective restatements is practicable. 
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1 .2 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS JSSUED BUT NOT YET 
EFFECTtVE 

The foilowing GRAP standards have been issued butare not yet eftective and have not been early 
adopted by the municipality. Application of ali of the GRAP standards noted befcw wili be effective from a 
date to be announced by the Minister of Rnance. This date is rxrt cutrentty available. 

• GRAP 1 8 Segment Reporting - issued March 2005 

Management has considered all of the above-mentjoned GRAP standards issued but not yet effective and 
anticipates that the adoption of these standards vflll not have a signiftcant impact on the nnandal position, 
financial performance or cash flows of the municipality. 

A summary of the significant accounting policies, which have been corrsistently applied are disdosed 
beiow in notes 1 .3 to 1 .1 8. 

1 .3 PRESENTATION CURRENCY 

These annual financial statements are presented in Soutt) Aftican RarKls. 

1.4 GOINGCONCERNASSUMPTION 

These annual financial statements have been prepared on a going concem basis. 

1 .5 PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment is stated at cosf or fair value less accumulated depreciation. Heritage 
assets, which are culturally signiftcant resources and >Miich are shown at cost, are not depredated owing 
to the uncertainty regarding their estimated useful lives, Similariy, land is not depredated as it is deemed 
to have an indefinite iife, 

Ths cost of an item of property. plant and equipment comprises purchase price, import duUes, non- 
refundable purchase taxes and directty attributable costs of bringing the asset to working condition for its 
intended use, such as site preparation, initiat delivery, handling, installation and professional fees. Where 
items of property, plant and equipment have been impaired, tfie carrying value is adjusted by Ihe 
impairment ioss, which is recognised as an expense in the period thal the impairment is identified. 

The cost of an item of property, piant and equipment acquired in exchange for a non-monetary asset or 
monetary assets or a combination of monetary and non-monetary assets is measured at its fair value. If 
the acquired item cannot be measured at its fair value, its cost is measured at the carryirrg amount of the 
asset given up. 

Items of property, plant and equipment vrttich are acquired for no cost or for a nominal cost are 
recognised at their fair values. 

Subsequent expenditure Is capitalised vriien the recognition and measurement criteria of an assei are 
met. 

The cost or fair vaiue of property, plant and equipment is depreciated using the straight line method ovsr 
the period of the estimated useful lives of tfie assets. Oepreciation on new acquisitions is charged to the 
Statement of Financial Performance in the financial year that economic benefrts accrue to Councii. 

The annual depreciation rates are based on the following estimated asset lives> 


Details 

Years 

Details 

Years 

Infrastructure 


Other 


Bioioglcal assets 

15-30 

Machinery & equipment 

4-15 

Cemeteries 

15-20 

Noft-residential buitdings 

15-30 

Computer equipment 

5 

Roads 

10-50 

Dweliings 

30 

Wasfe dissposal 

50 

Electricity infrastructure 

5-50 

Transport assets 

7-10 

Furniture & office equipment 

5-10 

Water assets 

50 


The estimated useful lives and residual vatues of property, frtant and equipment are periodicaliy reviewed 
and adjusted where necessary. 

The gain or ioss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sales proceeds and Uie carrying value and is recognised in the 
Statementof Financial Performance, 

Where the canying amount of an item of [xoperty, plant and equijMnenl is greater than the esfimated 
recoverable amount, it is written down tmmediafely to its recoverabte am<xint and an impairment loss is 
charged to the Statement of Financial Perfonnance. 
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1.6 LEASES 


Payments made under lease agreements are expensed and charged to the Stat^ent of Financial 
Performance on a straight line basis over the period of the lease. These agreem^ts do not transfer risk 
and rewards associated with ownership of an asset to Ihe Municipality. 

1.7 INVENTORIES 

Inventories comprising consumable stores, raw materials, finished goods and housing are valued at the 
lower of average cost, determined on the firsl in first <xrt method, and net realisable vatue. Where 
inventories are held for distribution or consumptiCMi in the producrtion process of goods al no charge or for 
a nominal charge, they shall be measured at the lower of cost and ojri^it replac^ent costs. 

Redundant and slow-moving inventories are jdentified and written down firom cost to net realisable value 
with regard to their estimated economic cx realisable values. The amount of any wite-down of inventories 
to net realisable value and all tosses of inventories are recognised as an expense in the pericxl the write- 
down or loss occurs. The amount of any reversal of any write-ctovm of inventories. arising from an 
increase in net realisable value, are recognised as a reducticm in the curtount of inventories recognised as 
an expense in the period in which the reversal occurs. 

1.8 FINANCfAL INSTRUMENTS 

Financial instruments are initially measured at fair value. The subsequent measurement of financial 
instruments is deatt with below. 

1.8.1 INVESTMENTS 

Financial instruments, which comprise fixed depoats and short-term deposits invesled in registered 
commercial banks are stated in the annuai financialstatementsalthelowerofcostorfairvalue. No 
impairments are required as the cost values equate to their cash values. 

1.8.2 CONSUMER AND OTHER RECEIVABLES 

Consumer and other receivables are categorised a$ financial assets; loans and receivabies and are 
initially recognised at fair value and subsequently carried at amortised cost. Amortised cosf refers to the 
initial carrying amount, plus interest, less repayments and impairments. An estimate ismadefordoubtful 
receivabies based on a review of a!l outstanding amounts al year-end. Impairments are determined by 
discounting expected future cash flows to their presenl value. Amounts that are receivable within 12 
months from the reporting date are classified as currenl. 

Bad debts are written off during the year in which toey are idenfified. 

An impairment or bad debt loss is recognised when it is probable that the Municipality wili not be able to 
collect all amounts due (prinoipal and interesl) according lo the contractual terms of Hie accounls 
receivable. The assessment of objective indicators of impairment for accounts receivable is camed out at 
each balance sheet date. 

1.8.3 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash wtto banks. Cash equivalents are short-term highly liquid 
investments that are held with registered banking instttulions with maturities of twelve months or fess and 
are subject to en insignificant risk of chenge tn value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits 
held on call with banks and investments in finandal instaiments, net of bank overdrafts. The municipality 
categorises cash and cash equivalents as financial assets; loans and receivables. 

Bank overdrafts are recorded at the current value of fhe utilisation of approved facilifies from toe 
Municipality’s bankers. Finance charges on bank overdrafts are expensed as incurred. Amounts owing in 
respect of bank overdrafts are categorised as finandal iiatKlities: other financial liabilities carried at 
amortised cost. 
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1.8.4 


FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 


After initial recognition, financial liabilities are subsequently measured at amortised «)st using the 
effective interest rate method. Amortised cost is calculated by taking into account any discounts or 
premiums on settiement. Gatns and losses are recognised in rtet inccme w loss when liabilities are 
impaired as well as through the amorttsabon process. 

Accounls payable are stated in the annual firrancial statements at ttie amounts due to trade and other 
creditors for goods or services received. The liabilities are generally setfied wi^in a period of 30 days, 
accordingty impairments. if any, are considered to be immaterial. 

1.9 REVENUE RECOGNITiON 

1-9.1 Revenue Irom Exchange Transactions 

Service charges reiating to eiectricity are based on consumf^cm by consumers as is recorded on each 
consumer's meter. Meters are read eac^i month and revenue is recognised in the period Srat invoices are 
raised. Provisional estimates of consumption are made in periods when meter readings have not been 
able to be made. The revenue from provisional estimates of consumption is recognised as revenue when 
invoiced. Adjustments to provisional estimates of consumpton are made in the invoicing period in which 
meters have been read. These adjusUnents are recognised as revenue in ttie invoictng period. Revenue 
from the saie of electricity prepaid meter cards are recognised in me period in which cash is received. 

Service charges relating to refuse removal are raised and recognised oi a monthiy basis in arrears by 
applying the approved tariff to each property that has improvements, the category of property usage and 
the number of refuse containers on each property regardless of whether or not containers are emptled 
during the month. 

Interest is recognised on a time proportion basis. 


Revenue from the rentat of fadlities and equipment is recognised on a straight-line basis over the term of 
the lease agreement. 

Revenue arising from the apptication of the approved tariff of charges is recognised when the relevant 
service !s rendered and the fee has been chai^ed or licences and permils have been issued. 

Revenue for agency services is recognised on a monthly basis once the revenue collected on behalf of 
agents has been guantifted and once the terms of the agency agreement have been complied wtfi. 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 

Revenue from public contributions is recognised when all condiOons associated with the contribution have 
ɓeen met or where the contribution is to finance property, planl and equipment, when such items of 
property, plant anO equipment is brought into use. Where public contributions have been received but the 
municipality has not met the conditions. a liability is recognised. 

1‘9.2 Revenue from non-exchange transactions 

Revenue from assessment rates is recognised when the legal entitlement to this revenue arises. Penaity 
interest is raised on unpaid rates after the due date for payment anc is recognised on a time proportion 
basis. 


Revenue from the coliection of spot fines and summonses is recognised when payment is received. 


Donations are recognised when cash is received or when property, plant and equipment are brought into 
use. 

Contributed property, plant and equipment is recognised when sudt items of property, f^ant and 
equipment are brought into use. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on 
legislated procedures, including those set out in the Municipal Finance Management Act (Act No.56 of 
2003) and is recognised when the recovery thweof from Ihe responsible counciilors or officials is virtually 
certain. 


9 



1.10 CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditionai grants. donations and ftjndirtg are recognised as revenue to the extent 
that the Municipality has complied with any of tbe aiterfa, conditions or obltgafions embodied in the 
agreement. A liability is recognised to the extent that tiTe criteria, ccnditicms or obligations have not been 
met. 

1.11 PROVISIONS 

Provisions are recognised when the Municapatity has a present or constnjctive obligation as a result of 
past events, it is probabie that an outflow of resources embodying economic berrefits will be required to 
settle the obligation and a reliable estimate of the provision can be made. Provisions are reviewed at 
reporting date and adjusted to reflecl the current best estimate. 

1.12 RETIREMENT BENEFITS 

The Municipality operates various pension schemes. These schemes are tonded through trustee 
administered funds. The Municipality has both defined beneftt and defined contribution plans. A defined 
contribution pian is a pension plan under which the municipattty pays fixed contributions into a separate 
entity. The Municipality has no legal or constructive otrfigations to pay further contributions. 

Contributions are recognised as an expense in the Statement of Financiaf Performance in the year in 
which they become payable. 

The liability recognised in the statement of financial po»tion is in respect of defined benefit ptan for post 
employment health care benefits. The fund is actuartally valued each year using the discounted cash flow 
method. Any deftcits identified by fhe actuary are recovered from the munidpality in the form of 
surcharges added to the contributicsis which are recognised as an expense in the Statement of Financiai 
Performance in the year that they become payable. 

1.13 DEPOSITS 

Deposits received from consumers are based on a set tariff for conventional electricity meters. The 
deposit for domestlc and business customers using conventional elsctricity meters may be increased 
based on consumption. In the event of a disconnection of servicefor non payment, the value of the 
deposit is reviewed and adjusted in terms of the C<Hincil's consumer deposits policy. No interest is paid 
on deposits held. 

1.14 UNAUTHORISED EXPENDITURE 

Unauthorised expendlture is expenditure that has not been budgeted, expenditure that i$ not in terms of 
the conditions of an allocation received from another sphere of govemment, municipaiity or organ of state 
and expenditure in the form of a grant Ihat is not permitted in terms of the Municipai Finance 
Management Act (Aot No.se of 2003). Unauthorised expendiTure isaccounted for as an expense in the 
Statement of Financial Performance and where recovered. it is subsequently accounted for as rsvenue in 
the Statement of Financiai Performance. 

1.15 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to Ihe Municipal Finance Management Act (Act No.56 
of 2003), the Municipai Systems Act (Act No.32 of 2000), the Public Office Beareris Acl (Act No. 20 of 
1 998) or i$ in contravention of the Municipality’s suw)ly chain management policy. irregular ej^nditure 
exciudes unauthorised expenditure. irreguiar expendHure is accounted for a$ expenditure In the 
Statement of Financial Performance and whoe recovered, it is subsequently accounted for as revenue in 
the Statement of Financial Performance. 

1.16 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure tbat was made in vain and would have been avoided 
had reasonable care been exercised. Frurtless and wasteful expenditure is accounted foras expenditure 
in the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financiai Performance. 
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1.17 iNTANGIBLE ASSETS 


1.17.1 Initial recognition 

An intangibie asset is an identifiabie non-monetary asset vwthout (^iysicai substance. Exampies indude computer 
software, licences and development costs. The munidpaGty recognises an mtangible asset in its Statement of 
Financial Position oniy when it is probable Wiat the e>q}ected future eccmomic benefrts or service potentia! that are 
attributabie to the asset wiil flow to the munidpaiity and the cost or feir vatue of the asset can be measured 
reliably. 

Internatiy generated intangible assets are subject lo sbict recognition criteria before they are capitalised. Research 
expenditure is never capitalised, while development expenditure is only ca(»talised to the extent that 

- ihe municipality intends to omiplete the intengible asset for use or sale; 

- it js technically feasible to compleie tee intangible asset; 

- the municipality has the resources to complete the project; and 

- it is probable that the munidpality vnll receive futere economic benefits or service potential. 
Intangible assets are inittally recognised at cost. 

Where an intangibie asset is acquired by the municipality for no or nominal condderation (i.e. a non-exchange 
transaction). the cost is deemed lo be equa! to the feir value of Ihat asset on the date acx)uired. 

Where an intangible assets acquired in exchange for a non-mcmelary asset or monetary assets. or a combinafion 
of monetary and non-monetary assets, the asset acquired is initiaUy measured at feir value (the cost}. If the acquired 
item's fair value was not determinabie, ifs deemed cost is the carrying amount of the asset(s) given up, 

1.17.2 Subsequentmeasurement - cost model 

Intangibte assets are subsequently carned at cost less accumulated amortisabon and impairments. The cost of 
an intangibie asset is amortlsed over the useful life v^re foat useful lite is finlte. Where tee useful life is indefinlte, 
the asset is not amortised but is subject fo an annual impaim>ent test. 

1.17.3 Amortisation and impairment 

Amortisation is charged so as to write off the cost or valuaiion of intangible assets over thelr estimated usefu! lives 
using the straight iine method. The annual amorbsation rates are based on Uie following estimated average ssset 
lives: 

Computer software 1 0 years 

The amortisation period and amortisation method for an intangible asset with a finite useful life are reviewed at 
each reporting date and any changes are recognised as a change in accounting estimate in the Statemant of 
Financtai Performance, 

The municlpality tests tntangible assets with finite useful lives for impairment where there is an indication that an 
asset may be impaired, An assessment of whether ihere is an indication of possible impairment is done at each 
reporting date. Where the carrying amount of an item of an intangible asset is greater than the estimated 
recoverable amount (or recoverabie service amount), it is written down immediately to its recoverable amount (or 
recoverable service amount) and art impainnent loss is charged to the Stetement of Financial Performance. 

1.17.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further eccrt^omic benefits 
or service potential expected from the use of the asset, The gain or loss arising on the disposal w retirement of an 
intangible asset is determined as the dtfference between the sales proceeds and foe carrying value and Is 
recognised in the Statement of Financia! Performance. 

1.18 INVESTMENT PROPERTY 

1.18.1 Initia! recognition 

Investment property includes property (land or a buikling. or part of a building, or both land or buildings heid 
under a finance iease) held to eam rentais and/or for capital appreciatior), rather than hdd to meet service 
delivery objectives, the production or suji^iy of goods or services, or the sale of an asset in ttie ordinar/ course of 
operations. 

At initial recognition, the municipality measures investment property at cost induding transaction costs once it 
meets the definition of investment property, However, wtiere an investment property was acquired ttirough a non- 
exchange ttansaction (i.e, where it acquired the investment property fw no or a ncHninal value), its cost is its feir 
value as at the date of acquisition. 

The cost of seif-constructed investment property is the cost at date of completion. 

1.18.2 Subsequent measurement - Cost less accumulated depreciation 

Investment property Is measured using the cost less accufuiated depreciaUon modei. Afler recognition as an asset, 
an item of investment properties shall be carried at its cost less anyaccumulated depredation and any 
accumulated impairment iosses. 
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MTHONJANENI MUNlCiPAUTY 
• NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
,FOR THE YEAR ENDED 30 JUNE 2012 

2012 2011 

R R 


2. RETIREMENTBENEFITS 

2.1. Post-employment medical benefits 

The municipality operates oh an accreditep medical aid scheme. 
namely KeyHealth Medicai Scheme 

Pensioners continue on the option they belonged to on the day of Iheir 
retirement. The independent valuers, Alexander Forbes Health (Pty) 
Ltd, carried out a actuaria! valuation as at 30 June 2012. 


The principai acluarial assumptions used were as follows: 


Discount rate per annum 

Health care cost inflatlon rate 

Benchmark inflation (equal to satary innation) 

Average retirement age 

Proportion of relired members who are married 

Active members 

Mortality during employment 

Mortality post-retirement 

(No expiicit assumption was made aboul additional mortaBfy or heailh 
care costs due to AIDS.) 


7.75% 

7.00% 

6 . 00 % 

65 

0 . 00 % 

10 

SA 85- 90 light ultimate 
PA 90 uttimate 


8.75% 

7.75% 

6.76% 

65 

0 . 00 % 

8 

SA 85- 90 uttimate 
PA 90 uttimate 


The amounts recognised in llie Sfatement of Financiai Posilion 

were determined as being the present vatue of the obligation; 1 740 851 1 181 667 


Movement in Ihe deftned benefit obtigation is as fotlows: 


Balance at beginning of the year 1 181 667 537,738 

Current service cost 97 493 

interest cosl 103 396 47 809 

Benefit payments ( 17 031) ( 39605) 

Actuarial (geins)/iosses 375 326 635 725 

Reoognition of previousiy unrecognised defined benefrt Halsllly 

Balance at end of year 1 740 851~ 1,181,667 


The amounts recognised in the Statement of Finsnciei 
Performance were as follows: 

Current servlce cost 
Interest cost 
Benefit psyments 
Actuarial (gains)/l 08 ses 

Total, Included in employee benefits expense (Note 16) 


97.493 

103.396 

(17,031) 

375.326 


47,809 

(39.605) 

635.725 


859 184 643.929 
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MTHdNJANENI MUNICIPALITY 

MOTES TO THE ANNUAL RNANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 

2012 2011 

R R 


2. RETtREMENTBENERTS(Continued) 

2.2. Long service awards liability 

The municipality has an obligation with respect to their employees in 
rscognition of long periods of service. 

Employees receive additional leave in respecl of long service awards. 
The independent valuers, Alexander Forbes Financial Services (FTy) 
Ltd, carried out a actuarial vaiuation as at 30 June 2012. 

The principal actuarial assumptions used were as follows; 


Discount rate per annum 7.75% 

Inflation Rale 5.00% 

Salary tncrease Rate 6.00% 

Benchmark infiation (equal to salary inflation) 0.00% 

Average retirement age 65 

Average future wotking lifetime of activa members 16.85 yeais 

Active members 85 

Pre-retirement mortality rate SA 85 - 90 Lite 

(No expiicit assumption was made about additional mcytaSly or heaitfi 
care costs due to AIDS.) 

Percentage of in-service members withdrawing before retketnent: 

Age 20-24 15% 

Age 25-29 10% 

Age 30-34 7% 

Age 35-39 4% 

Age 40+ 2% 

The amounts recognlsed tn the Statement of Financiat Positic« 

were determlned as being the present value of the obligatton: 781 606 


Movement in tha defined benefit obligation is as foilows; 

Balance at beglnnlng of the year 793 000 

Current servlce cost 1 19 000 

Interestcost 79000 

Senefit payments ( 60 337) 

Actuarlai (gainB)/l 088 es ( 149 057] 

Recognitlon of prsvlously unrecognised defined benefit liabiHty 


Balance at end of year 78i 606 

■HOWBHaSlieSQSSSSSBBaBSBBSB 


The amounts recognlsed in Vne Staiement of Financiai 
Performance were as follows: 


Current service cost 119 000 

interest cost 79 000 

Actuarial (gains)/l05ses ( 149 057) 


Total, included in employee benefita expense (Note 16) 48943 


8.75% 

7.75% 

6.75% 

0 . 00 % 

65 

16.85 years 
88 

SA 85 - 90 Ulfimate 


15% 

10 % 

7% 

4% 

2% 


793 000 


686,000 

114000 

74000 

( 81000) 


7^000 


114000 
74000 
( 81 000) 


107,000 
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MTHONJANENi MUNlCiPALITY 
NOTES TO THE ANNUAL FiNANClAL STATEMENTS 
'FOR THE YEAR ENDED 30 JUNE 2012 

^12 2011 

R R 


RETIREMENT BENEFITS (Continued) 

2.3. Other retirement benefit obligations 

Certain msmbers and Council contribute to ths Nalal Joinl 
Supperannuaiion, Retiremenl and Provident Funds (NJMPF). 
Employees of Mthonjaneni Municipality made up less than 1% of Ihe 
iotai members of the NJMPF. Mthonjaneni's liability in these tunds 
could not be determined owing mainly to the assets nol being allocated 
to eac* employer and one set of financials being compiled for each 
fund and not for each ampioyer 

The latest interim valuation of the NJMP Retirement Fund (defined 
benefit) as at 31 March 2012 revealed that the fund was « a sound 
financial position 

The latest interim valuation of the NJMP Provlderrt Fund (defined 
contribution) a$ at 31 March 2012 revealed that the fund was in a 
sound financial position 

The iatest interim valuation of the NJMP Superannuaiion Fund 
(defined benefit) as at 31 March 2012 reveaied that the furxJ was rn a 
sound financia! position 

Council alsQ contributes to the Municipal Counciliors Pertsion Fuid 
(delined contribution). Mthonjaneni's fiability in this fund could r»ot be 
delermined owing mainly to the assets not being aiiocaled to eadi 
employer and one set of finandals being complled for Ihefund and not 
for each employer 

An agreement with the Kwa-Zulu Natai Department of Health has been 
entered inlo in which four staff members employed to render health 
servlces have been transferred from the municipality to the 
Department with effect from 1 August 2012 


Tota! retirement beneflts 2 522 4S7 1 974 667 

less' Transfer fo Non Current Liabililies held for sale 26 031 

Tota! retlrement benefits 

3. CONSUMERDEPOSITS 

Electhoity 493 770 377 641 

Other 305450 112700 

79» 220 4»oi4i^ 



TRADE AND OTHER PAYABLES FROM EXCHANGE 



4. 

TRANSACTIONS 




Trade creditors 

1 689 304 

1 351 594 


Debtors prepayments 

250 242 

123691 


Other creditors 

660 693 

233 341 


Total Creditors 

2 600 239 

1 708 626 


less: Transfer to Non Current Liabilities held for sale 

46 405 

- 


Total Creditors 

2 653 834 

1 708 626 

5. 

CURRENT PROVISIONS 




Leave pay 

385 799 

413 340 


Landfill site rehabilltatlon 

931 920 




1 317 719 

413 340 


The provision created for the rehabilitation of the landfill sSe is based 
on Aurecon South Atrica (Pty) Ltd assessment of the rehabilSation 
costs of Melmoth dumpsite. 


The provision is calculated in line with the consultants assessment as 
determined by dlscounting the present value of the estimale as et 22 
October 2012. Council intends commencing spending against this 
provision within 1 year. 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


2012 2011 

R R 


6. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

EQUiTABLE SHARE 

FMG 

MSIG 

M!G 

ELECTRIFlCATiON 

SMALL TOWN REHABILITATION 

DISCB 

MARKET STALLS 

MAP 

MIIP 

REDS 

ALOE PRODUCTION 

LIBRARY 

SPORT 

CAPACITY 

CLiNIC 


Total unspent conditional grants and receipts 




- 

- 


15334 



130227 

- 


1 665 560 

10694928 


1 514 292 



258 409 

3 998 931 


- 



50 979 

. 


^217 

. 


11 886 

. 


35339 

-C693 


38008 

63 664 


481 514 

49 402 


39626 

- 


- 


14 848 618 4 267 391 


See Note 1S for reconcjliatior> of grants from all sphwes of 
government. These amounts are invested until utilized. 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCiAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


|7.2 INTANGIBLE ASSETS 


30 June 2012 



Software 

Total 

Carrying values as at 1 July 2011 

52 778 

52 778 

Cost 

56 145 


56 145 

Accumulated Amortisation 

( 3 367) 


( 3 367) 

Transfer to non Current Assets held for sale 

( 2 402) 

(2 402) 

Cost 

{ 2 671) 


(2 671) 

Accumulated Amortisation 

269 


269 

Additions 

24 582 

24 582 

Amortisation 

( 7 024) 

(7 024) 

Carrying value closing balance as at 30 June 201 2 

67 934 

67 934 

Cost 

78 056 


78 056 

Accumuiated Amortisation 

( 10 122) 


( 10 122) 

30 June 2011 


Software 

Total 

Carrying values as at 1 July 2010 

2 670 

2 670 

Cost 

3 030 



Accumulated Amortisation 

( 360) 



Write-off of intangibie assets 

. 


Cost 

- 


- 

Accumuiated Amortisation 

- 



Additions 

53 115 

53 115 

Amortisation 

( 3 007) 

(3 007) 

Carrying vaiue closing balance as at 30 June 2011 

52 778 

52 778 

Cost 

56 145 


56 145 

Accumulated Amortisation 

( 3 367) 


( 3 367) 
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MTHONJANEN! MUNICIPALITY 
NOTES TO THE ANNUAL FINANCIAL 5 
FOR THE YEAR ENDED 30 JUNE 2012 


I. 


.3 


INVESTMENT PROPERTY 


30 June 2012 


Carrying values as at 1 July 2011 

Cost 

Accumuiated Amortisation 

Additions 

Amortisation 

Carrying vaiue closing batance as at 30 June 2012 

Cost 

Accumuiated Amortisation 


30 June 2011 


Carrying vaiues as at 1 July 2010 

Cost 

Accumuiated Amortisation 
Additions 

Amortisation 

jcarrying value closing baiance as at 30 June 2011 

ICost 

lAccumulated Amortisation 


Property 


Total 



Software Total 


2 631 050 

TtEbsW 

( 137 487 ) 


2 631 050 
2 768 537 
(137 487) 


{ 41 424)1 

(41 424 ) 

2 589 626 

2 589 626 

2 768 537 


2 768 537 

( 178 911 ) 


( 178 911 ) 
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iVlTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 



2012 

R 

2011 

R 

INVENTORIES 



Consumable stores 

251 806 

274 477 

Total Inventories ““ 

Periodically, physical stock counts are carried out and any obsolete 
and redundant items are identified and \written off under Council 
authority. 

TRADE AND OTHER RECEIVABLES FROM EXCHANGE 
TRANSACTIONS 

251 806 

274 477 

Rates 



Electricity & Refuse 

2 044 944 

1 693 272 

Total service debtors 

2 044 944 

1 693 272 

Less provision for bad debts 

{ 472 649) 

( 391 810) 

Total 

1 572 295 

1 301 462 

Rates ; Aaeina 

Current (0 - 30 days) 

3 890 

100 

31 - 60 Days 

2 490 

10 071 

61 - 90 Days 

122 670 

217 570 

91 - 120 Days 

114 927 

205 384 

Greater than 120 days 

2 240 681 

3 784 583 

Total 

2 484 658 

4 217 708 

Electricltv/Refuse : Aaeina 

Current (0 - 30 days) 

1 228 164 

969 619 

31-60 Days 

324 470 

307 405 

61 - 90 Days 

19 661 

24 438 

91 - 120 Days 

14 986 

12 970 

Greaterthan 120 days 

457 663 

378 840 

Total 

2 044 944 

1 693 272 

OTHER RECEiVABLES FROM NON-EXCHANGE TRANSACTIONS 

Rates 

2.484.658 

4,217.708 

Less provision for bad debts 

(205.578) 

(1,816.710) 


2 279 080 

2 400 998 

Value added Tax 

1 488 934 

921 615 

Accrued Interest 

563,563 

651,545 

Clinic Ciaims and other 

231 .639 

216,228 

Z 

4,563,216 

4.190,386 

less: Transfer to Non Current Assets held for sale 

(231.639) 


VAT is payable on the accrual basis. 

4,331.577 

4,190,386 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


2012 2011 

R R 


CURRENT INVESTMENTS 


Fixed deposits & Cali Accounts 45 040 000 30 040 OQO 


ACCOUNT DESCRIPTION - Investments (MFMA reauirement) 

45 040 000 

30 040 000 

Investment Current Account 

Absa Bank Limited - La Lucia Branch 

Account Number 2069682263 : Fixed Deposit 

Bank statement batance at the beginntng of the year 


10 000 000 

Bank statement batance at the end of the year 

1_ — 

- 

Investment Current Account 

Absa Bank Limited - La Lucia Branch 

Account Number 207090501 8 : Fixed Deposit 

Bank statement balance at the beginning of the year 

9 000 000 


Bank statement balance at the end of the year 

9 000 000 

9 000 000 

Investment Current Account 

First National Bank Limited - Melmoth Branch 

Account Number 62051262146 : CallAccount 

Bank statement balance at the beginnlng of the year 

500 000 

500 000 

Bank statement balance at the end of the year 

500 000 

500 000 

Investment Current Account 

First National Bank Limited - Melmoth Branch 

Account Number 74313129386 : Fixed Deposit 

Bank statement balance at the beginning of the year 

9 000 000 


Bank statement balance at the end of the year 


9 000 000 

Investment Current Account 

First National Bank Limited - Melmoth Branch 

Account Number 71245040078 : Fixed Deposit Account 

Bank statement balance at the beginnlng of the year 

1 540 000 

1 540 000 

Bank statement balance at the end of the year 

1 540 000 

1 540 000 

Investment Current Account 

Nedbank Bank Limited - Richards Bay Branch 

Account Number 03/7881083174 : Fixed Deposit Account 

Bank statement balance at the beginning of the year 

10 000 000 


Bank statement balance at the end of the year 

25 000 000 

10 000 000 

Investment Current Account 

Investec Private Bank - Durban Branch 

Account Number 1100435097 : Fixed Deposit Account 

Bank statement balance at the beginning of the year 


18 000 000 

Bank statement balance at the end of the year 

9 000 000 


TOTAL CURRENT INVESTMENTS 

45 040 000 

30 040 000 


CASH AND CASH EQUIVALENTS 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 

2012 2011 

R R 


The Municlpality has the foliowing main bank accounts: 
ACCOUNT DESCRIPTION 


Primary BankAccount 

First National Bank Account - Melmoth Branch 

Account Number 549800061 1 7 ; Cheque Account 


Cash book baiance at the beginning of the year 

4 669 427 

8 809 960 

Cash book baiance at the end of the year 

16 062 203 

4 669 427 

Bank statement baiance at the beginning of the year 

5 227 887 

9 600 599 

Bank statement baiance at the end of the year 

16 198 592 

5 227 887 

Secondary Bank Account 

First National Bank Account - Melmoth Branch 

Account Number 62330092470 : Cheque Account 

Cash book balance at the beginning of the year 



Cash book balance at the end of the year 

1_ — 

- 

Bank statement balance atthe beginning of the year 

- 

- 

Bank statement balance at the end of the year 

7 230 

- 

Petty cash and cash on hand 

721 

721 

TOTAL CASH AND CASH EQUIVALENTS 

16 062 924 

4 670 148 
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MTHONJANENl MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


PROPERTY RATES 
Propertv Valuations 


Residential 

Commercial 

State 

Municipal 

Agriculture properties used for agricultural puiposes 

Other Properties 

Pubiic Service infrastructure 

Total Property Valuations 

The last general valuation came Into effect on: 

Property rates levied in terms of the Local Govemment: Municipal 
Property Rates Act No. 6 of 2004 with effect from 01/07/2007 

interim vaiuations are processed on an annual basis to take into account 
changes in individual land values due to consolidations and subdivisions 

Assessment rates: Cents in the rand on market valuation as follows: 

Al! property other than agricultural properties and PSI 
Agriculturat properties and Public Service Infrastructure 

Rates Levied 

Rebates: 

Residentlai 

Commercial 

State 

Municipa! 

Agriculture properties used for agricultural purposes 

Other Properties 

Public Service Infrastructure 

Suppiementary Vaiuation Roll 

Rates 

Rebates 

Tota! 

Per statement of financiat performance : 

- Income 

- Expenditure 


2012 

2011 

R 

R 


Valuation date 

Valuation date 

Juiy 2011 

July 2010 

190 697 100 

126 026 800 

103 541 800 

95 125 600 

96 939 400 

77 760 900 

9 719 800 

14 724 000 

259 423 900 

103 094 600 

5 969 200 

10 515 500 

1 114 583 300 

1 066 218 300 

1 780 874 500 

1 493 465 700 

2010/07/01 

2010/07/01 


1.2C/R 

1 ,643c/R 

O.Sc/R 

0.4107C/R 

9 218 370 

9 948 795 


( 463 531) 

( 305 105) 

( 253 610) 

( 540 672) 

( 175 916) 

( 219 636) 

( 116 638) 

( 241 915) 

( 43 805) 

- 

{ 444 640) 

( 142 914) 

( 1 588 488) 

( 2 846 803) 

7 809 

60 929 

( 33 572) 

( 17 378) 

6105 979 

5 695 301 


9 226 179 

10 009 724 

(3 120 200) 

(4 314 423) 

6 105 979 

5 695 301 


Rates are levied as follows (in terms of Section 26 of the Municipai 
Property Rates Act No. 6 of 2004) for the 2012 financial year: 

On a monthiy basis, and the final dates of payment being the last 
working day of the month from August to May. 

Rebates in terms of the above act were also Implemented 
interest is levied at 18% per annum on outstanding rates. 
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MTHONJANENI MUNICIPAUTY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


2012 2011 

R R 


13. SERVICE CHARGES 


Sale of eiectricity 

13 469 289 

11 022 743 

Refuse removal 

943 542 

977 427 

Totai Service Charges 

14412 831 

12 000 170 

GOVERNMENT GRANTS AND SUBSIDIES 

EQUITABLE SHARE 

22 096 000 

18 192 808 

FMG 

1 465 334 

1 752 906 

MSIG 

920 227 

1 231 543 

MIG 

12 426 560 

8 680 048 

ELECTRIFICATION 

1 619 364 

6 356 292 

MARKET STALLS 

1 069 

- 

SMALL TOWN REHABILITATION 

10 000 000 

- 

LUMS 


70 998 

MDPCB 

- 

1 1 1 522 

DiSCB 

258 409 

39 748 

MAP 

50 979 

197 215 

MIIP 

26 217 

- 

REDS 

11 886 

5415 

ALOE PRODUCTiON 

35 339 

- 

LIBRARY 

329 455 

93 298 

SPORT 

417 850 

198 164 

CAPACITY 

39 724 

174 623 

CLINiC 

882 452 

882 994 

Total Government Grant and Subsidies 

50 580 865 

37 987 574 

less: Transferred to discontinued operations 

( 882 452) 

( 882 994} 

Total Government Grant and Subsidies 

49 698 413 

37 104 580 
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15. 


MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 

2012 2011 

R R 


RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 


15.1 EQUITABLE SHARE 


Baiance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met 

In terms of the Constitution, this grant is used lo subsidise the provision 
of basic services to community members. This represents National 
Government's contribution to Council’s operational costs. No funds were 
withheld. 

15.2 FMG 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferred to liabilitles (see note 5) 

This grant is used to fund the costs of the financia! intems together with 
the training and capacity building of financial staff, and Intemal audit. No 
funds were withheld. 

15.3 MSIG 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferred to liabilities (see note 5) 

This grant was used to fund the improvement of financial systems, the 
valuation roll, and aiso community communications. No funds were 
withheid. 

15.4 MIG 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiit to be met-transferred to ilabilities (see note 5) 

This grant is used to fund capitai infrastructure expenditure primarily 
related to road works. No funds were withheld. 

15.5 ELECTRIFICATION 

Baiance unspent at beginning of year 
Current year receipts 
Conditions.met - transferred to revenue 

Conditions still to be met-transferred to liabilities (see note 5) 


22 096 000 
( 22 096 000) 

18 192 808 
(18 192 808) 

- 


15 334 568 240 

1 450 000 1 200 000 

( 1 465 334) ( 1 752 906) 


- 

15 334 

130 227 

611 770 

790 000 

750 000 

( 920 227) 

( 1 231 543) 

- 

130 227 


1 665 560 

1 681 608 

10 761 000 

8 664 000 

(12 426 560) 

( 8 680 048) 

- 

1 665 560 


1 514 292 

7 870 584 

10 800 000 

- 

(1 619 364) 

( 6 356 292) 

10 694 928 

1 514 292 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


15.6 


15.7 


15.8 


2012 2011 

R R 


This grant was used to fund the Nomponjwana, Mfanifile and Yanguye 
electrification project No funds were wilhheld. 

SMALL TOWN REHABILITATION 


Balance unspent at beginning of year 

- 

- 

Current year receipts 

10 , 000,000 

- 

Conditions met - transferred to revenue 

( 10 , 000 , 000 ) 

■ 

Conditions still to be met-transferred to liabilities (see note 7) 

- 

- 

This grant is for the small town rehabilitation projects consisting of CBD 
roads and sidewalks, taxi transfer station and markel stalls and 
stormwater. No funds were withheld. 



LUMS 



Balance unspent at beginning of year 

- 

70 998 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

“ 

( 70 998 ) 

Conditions still to be met-transferred to liabilities (see note 5) 

- 

- 

This grant is used for the Land Use Management System project. No 
funds were wlthheid. 



MDPCB 



Baiance unspent at beginning of year 

- 

111 522 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

• 

( 111 522) 

Conditions stiti to be met-transferred to llabilities (see note 5) 

■ 

- 


This grant is used to fund the Planning Shared service. No funds were 
withheld. 
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2012 

2011 


R 

R 


15. RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 

(Continued) 

15.9 DISCB 


Balance unspent at beginning of year 

258 409 

298 157 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

( 258 409) 

( 39 748) 

Conditions stil! to be met-transferred to liabllities (see note 5) 

- 

258 409 

This grant is used to fund the Planning Shared Service. No funds were 
withheld. 



15.10 MARKETSTALLS 



Balance unspent at beginning of year 

- 

- 

Current year receipts 

4 000 000 

- 

Conditions met - transferred to revenue 

( 1 069) 


Conditions stili to be met-transferred to liabilities (see note 5) 

3 998 931 


This grant is used for the rehabilitatlon and upgrading of the market stalls 
in Ndundulu and Melmoth. No funds were withheld. 



15.11 MAP 



Balance unspent at beginning of year 

50 979 

248 194 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

( 50 979) 

( 197 215) 

Conditions still to be met-transferred to liabilities (see note 5) 

- 

50 979 

The funding from this grant was used for various projects including the 
promulgation of bylaws, the performance management system and also 
for the upgrading of IT systems. No funds were withheld. 



15.12 MIIP 



Balance unspent at beginning of year 

26 217 

26 217 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

( 26 217) 


Conditions still to be met-transferred to liabillties (see note 5) 

- 

26 217 

This grant is used to fund the Municipa! Infrastructure Investment Plan 
project. No funds were withheld. 



15.13 REDS 



Balance unspent at beginning of year 

11 886 

17 301 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

( 11 886) 

( 5 415) 

Conditions stil! to be met-transferred to liabilities (see note 5) 

" 

11 886 


This grant is being used to fund asset management processes wKh 

respect to electricity assets and infrastniciure owned by the Council. No jv 

funds were withheld. 


37 


MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


15. 


RECONCILIATION OF GOVERNMENT GRANTS AND SUBSIDIES 
(Continued) 

15.14 ALOE PRODUCTION 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met-transferred to liabilities (see note 5) 

This grant is used to fund research and investigations into Aloe 
production No funds were withheld. 

15.15 UBRARY 

Balance unspent at beginnlng of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stili to be met-transferred to liabilities (see note 5) 

This grant is used to fund salaries for cybercadet staff at the community 
library and provincialisation. No funds were withheld, 

15.16 SPORT 

Balance unspent at beginning of year 

Current year receipts 

Conditfons met - transferred to revenue 


Conditions stiil to be met-transferred to liabillties (see note 5) 

This grant is being used to fund the buildlng of a regional sports field. 
No funds were withheid. 

15.17 CAPACITY 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met-transferred to liabilities (see note 5) 

This grant is being used to fund the Performance Management System 
and the capacity building of staff members. No funds were withheld. 


15.18 CLINIC 

Balance unspent at beginning of year 
Current year receipts 

Expenditure ciaimed in accordance with grant conditions 
Conditions stllt to be met-transferred to llabilities (see note 5) 


2012 

2011 

R 

R 


35 339 

35 339 

( 35 339) 

- 

- 

35 339 


38 008 

35 306 

334 140 

96 000 

( 329 455) 

( 93 298) 

42 693 

38 008 


481 514 

679 678 

( 417 850) 

( 198164) 

63 664 

481 514 


39 626 

214 249 

49 500 

- 

( 39 724) 

( 174 623) 

49 402 

39 626 


882 452 

882 994 

( 882 452) 

( 882 994) 

- 

- 


This grant represehts funding received frorii'the Department of He'aith for 
the operation of the iocal clinic. No funds were withheld. 
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2012 2011 

R R 


16. EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and wages 

12 168 992 

11 316 030 

Employee related costs - Allowance 

110 550 

140 496 

Empioyee related costs - Pension contributlons 

1 010 185 

942 764 

Employee related costs - Medical aid 

531 711 

440 479 

Employee related costs - UIF 

92 801 

86 537 

Empioyee related costs - Performance bonuses 

258 535 

238 325 

Empioyee related costs - Retirement benefits 

608 127 

750 929 


14 780 901 

13 915 560 

less: transferred to discontinued operations 

835 475 

931 196 

Included in the employee reiated costs are the following: 

Remuneration ofthe Municipal Manager 

13 945 426 

12 984 364 

Annual Remuneration 

614 338 

580 852 

Car Altowance 

80 040 

80 040 

Performance Bonus 

92 626 

85 291 

Total 

786 903 

746 183 

Remuneration ofthe ChiefFinance Officer 

Annual Remuneration 

520 933 

490 893 

Car Allowance 

102 000 

102 000 

Performance Bonus 

83 005 

76 517 

Tota! 

705 938 

669 410 

Remuneration ofthe Director of Corporate and Community Sen/ices 

Annual Remuneration 

526 933 

496 893 

Car Allowance 

96 000 

96 000 

Performance Bonus 

83 005 

76 517 

Total 

705 938 

669 410 

REMUNERATiON OF COUNCILLORS 

Mayor 

218 319 

207 805 

Deputy Mayor 

177 797 

154 719 

Exco Committee Member 

154 360 

158 563 

Speaker 

177 801 

168 337 

Councillors 

903 982 

741 989 

Counciliors' pension contributions, medlcal aid and allowances 

918 560 

914 637 


Total Counciliors’ Remuneration 2 SSO 819 2 346 050 


In'kind Benefits 

The Mayor, Deputy Mayor, Speaker and Committee Members are part- 
time. They are provided with an office and seCTetarial support at the cost 
of the counci! 
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2012 2011 

R R 


18. BULK PURCHASES 



Electricity 

11 944 444 

8 863 079 

19. 

GENERAL EXPENSES 




Included in general expenses is the following: - 




Administration charges 

- 

600 000 


Audit fees 

676 769 

522 830 


Conference & travelling 

349 482 

216 273 


Finance Management Grant 

1 331 615 

1 730 577 


Insurance 

260 682 

180 723 


MAP - Provincial Management Assistance Programme 

50 979 

178 859 


Municipaf development infrastructure grant 

244 832 

39 749 


Municipal systems improvement grant 

830 232 

1 229 905 


Postage & Telephone 

581 907 

504 420 


Rural Metro 

1 187 970 

740 160 


Sport & recreation grant 

272 464 

198 163 


Security 

754 845 

- 


TMT : traffic fine management 

834 705 

- 


Ward projects 

( 378 342) 

( 930 821) 


Other general expenses 

4 365 135 

4 270 209 



11 363 275 

9 481 047 


less: Transferred to discontinued operations 

117 379 

103 919 



11 245 896 

9 377128 

20. 

OTHERINCOME 




Inctuded in other income is the foltowing: - 




Administration charges 


600 000 


Library fines 

1 469 

2 348 


Land Sales 

892 982 

- 


Sundry income 

162 535 

186 068 



1 056 986 

788 416 

21. 

FRUITLESS AND WASTEFUL EXPENDITURE 



22. 

IRREGULAR EXPENDITURE 

. 

. 

23. 

UNAUTHORISED EXPENDITURE 




Operating Expenses 




Bulk Purchases 

144 444 

243 079 


Contributions to Provisions 

1 056 450 

106 731 


Bad Debts 

- 

294 940 


Contracted services 

36 694 

- 


Depreciation 

- 

445 820 


Employee related .costs 

- 

53 560 


1,237,588 

1,144,130 


Refer to Appendix D1 for further details 
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2012 

R 


Council authority for unauthorised expenditure for bulk purchases was 
obtained on 2 August 201 2. The 201 1 overexpendrture was approved by 
Council on 6 September 2011. 


2011 

R 



MTHONJANENl MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 

2012 2011 

R R 


24. CASH GENERATED FROM OPERATIONS 


Surpiusfor the year 

34 997 000 

20 420 554 

Adjustment for ; Non Cash Movements 



Prior year's sundry adjustment 

Depreciation : Property, Piant and equipment 

Contribution to retirement benefit obiigation 

Contribution to long service awards llability 

Property, Plant & Equipment disposals 
investment income 

2 553 362 

559 184 

48 943 
( 892 982) 

(2 762 931) 

2 954 396 
643 929 
107 000 
119517 
( 2 340 828) 

Operaftng surplus before working capital changes: ~ 

34 502 576 

21 904 568 

(Increase) / Decrease in inventories 
(Increase) / (Decrease in consumer debtors 

Decrease / (Increase) in other debtors 

Increase / (Decrease) in conditionai grants and receipts 
increase / (Decrease) in long term liabllitles 

Increase / (Decrease) in creditors 

Increase/ (Decrease) in provisions 

22 671 
( 270 833) 

( 372 830) 

10 582 227 
( 60 337) 

891 613 

904 379 

49 539 

1 790 677 
( 1 068 170) 

( 8 201 772) 

( 1 732 838) 
413 340 

Cash generated from operations 

46 199 466 

13 155 344 

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 



Cash and cash equivalents inctuded in the cash flow statement comprise 
the foliowing statement of amounts indicating financial position; 



Bank balances and cash 

Call investment deposits 

16 062 924 

45 040 000 

4 670 148 
30 040 000 

Total cash and cash equivalents at the end of the year 

61 102 924 

34 710 148 

The municipaiity does not have overdraft facillties. 



ADDITIONAL DISCLOSURES (N TERMS OF MUNICIPAL FINANCE 
MANAGEMENT ACT 



26.1 Contributions to oraanised local aovernment 



Opening balance 

Council subscriptions 

Amount paid - current year 

Amount paid - previous years 

30 882 
( 30 882) 

25 613 
( 25 613) 

Balance unpaid (included in creditors) 

- 

- 

26.2 Audit fees 



Opening baiance 

Current year audit fee 

Amount paid - current year 

Amount paid - previous years 

676 769 
( 676 769) 

522 830 
( 522 830) 

Baiance unpaid (included in creditors) 

- 

- 

26.3VAT ... . . 



VAT received for the year 

3 744 638 

3 371 307 
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2012 2011 

R R 


VAT paid for the year 


VAT inputs receivabie and VAT outputs payable are shown In note 6. Ali 
VAT returns have been submitted by the due date throughout the year. 


26.4 PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Amount paid - previous years 

Saiance unpaid (inciuded in creditors) 

26.5 Pension and Medical Aid Deductions 
Opening balance 

Current year payroi! deductions and Council 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 


2 306 720 

2 119 607 

( 2 306 720) 

(2 119 607) 

- 

- 


2 859 002 

2 539 313 

( 2 859 002) 

(2 539 313) 

- 

- 
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2012 2011 

R R 


26.6 Councilior’s arrear consumer accounts 


The following Counciilors had arrear accounts outstanding for more than 
90 days as at: 30 JUNE 2012 


Outstandinq more than 90 davs 

Speaker: Councillor Mrs. Jiyane 
Mayor: Councillor Mrs. Ndlangamandia 
Councillor Khuzwayo 
Counciiior Masikane 

Total Councilior Arrear Consumer Accounts 
26.7 Electricitv Distribution iosses 


Units iost (kitowatts) 

Units iost (sales price per kilowatts - rands) 

Units iost (purchase price per kiiowatts - rands) 

Units iost (percentage) 

Although units per kilowatts were lost in distribution, the electricity 
service experienced a surplus as foilows : 


13 380 

15 347 

4 437 

- 

123 

- 

137 

- 

18 077 

15 347 


1 835127 

1 964 085 


1 788 282 

1 611 184 


608 379 

513 148 

10.55% 

12.30% 

1 524 845 

2159 664 


CAPITAL COMMITMENTS 


Commitments in respect of capital expenditure; 

- Approved and contracted for; 20 400 000 3 049 000 


infrastructure 

12 600 000 


1 179 000 

Community 

7 800 000 


1 870 000 


- Approved but not yet contracted for; 48 035 000 31 998 000 


Infrastructure 

42 055 000 


19 969 000 

Community 

3 000 000 


1 1 492 000 

Other 

2 980 000 


537 000 


Total 


68 435 000 


35 047 000 


This expenditure wili be financed as follows: 

Grant funded 

Council funded 

External Loans 

Funding stili to be sourced 


45 455 000 31 310 000 

7 980 000 3 737 000 

15 000 000 


68 435 000 


35 047 000 


CONTINGENT UABILITIES 

No contingent iiabilities were identified for year ended 30 June 2012 or 
for the year ended 30 June 201 1 

CONTINGENTASSETS 

No contingent assets were identified for the year ended 30 June 2012 or 
for the year ended 30 June 201 1 
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2012 2011 

R R 


30. EVENTS AFTER THE REPORTING DATE 

The transfer of clinic services from the Municipality and the Kwa-Zulu 
Natal Department of Health took effect from 1 August 2012. 

31. COMPARISON WITH THE BUDGET 

The comparison of the Municipality’s actual financial performance with 
that budgeted is set out in Annexures D(1)and D(2). 

The surplus for the year was less than the budget surplus by R 25 601 
350. 

32. RELATED PARTIES 

The municipality did not have any related parties, or related party 
transactions forthe years ended 30 June 2012 and 30 June 2011 

33. OPERATING LEASES 


The future minimum iease payments payable under operating leases for 
the actual iiability are as follows; 


No iater than 1 year 

11 058 

11 058 

Later than 1 year and no later than 5 years 

2 877 

13 905 

Later than 5 years 

1 512 

1 542 

The future minimum iease payments receivable under operatlng ieases 
for the actuai receivables are as follows; 

15 447 

26 505 

No later than 1 year 

233 751 

24 401 

Later than 1 year and no later than 6 years 

. 


Later than 5 years 

- 

.. 

—— 

233 751 

24 401 


Operating tease payments payable relate to the hlring of vacant land, 
buildings, advertising space and housing. 


Operating lease payments receivable relate to rentals forthe 
commonage, vacant land, buildings, advertising space and housing. 

34. FINANClALiNSTRUMENTS 

Exposure to interest rate, credit risk and liquidity risks arise in the normal course of the municipality's operations. 
Financial Rlsk Manaaement 

The Municipality has exposure to the following risks from Its use of financial instruments 

- Liquidity risk 

- interest rate risk 

- Credit risk 

This note presents information about the Munidpality's exposure to each of the above risks and the Municipaiity's 
objectives, policies and processes for measuring and managing risks 

Further quaiitative disciosures have been included In these financiai statements. 

The Accounting Offtcer has overall responsibility for the establishment and oversight of the Municipality's risk 
management framework. The Municipality's risk management policies are estabiished to identify and analyse the risks 
faced by the Municipaiity, to set appropriate risk iimits and controls and to monitor risks and adherence to limits. Risk 
management policies and systems are reviewed regularly to reflect changes to market conditions and the Municipaiity's 
activities :: 

The Municipality, through its training and management standards and procedures, aims to develop a disciptined and 
constructive environment in which ali employees understand their roles and obligations 
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2012 2011 

R R 


Categories of Financial Instruments 
Financial Assets : 


tnvestments and receivables 


Investments 

45 040 000 

30 040 000 

Cash and cash equivalents 

16 062 924 

4 670 148 

Consumer debtors 

1 572 295 

.1 301 462 

Other debtors 

4 331 577 

4 190 386 

Financial Liabllities 

Liabilities and creditors 

Creditors 

2 553 834 

1 708 626 


Ali of the above financial instruments represent assets and liabilities that are to be realised within the next 6 months and 
as such the carrying amount equates to the fair value. 


MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 

2012 2011 

R R 


Llquidity Risk 

Liquidity risk is the risk that the municipality will encounter In ralsing funds to cover future commitments. The municipality 
manages liquidity risk through an ongoing review of fiiture commitments and credit facilities. Cash fiow forecasts are 
prepared and monitored. The following are the contractual maturities of financiat liabilities 


30 June 2012 
Creditors 
30 June 2011 
Creditors 
Interest rate risk 


Contractua! cash 

Carrying Amount flows 

(12 months or less) 


2 553 834 2 553 834 

1 708 626 1 708 626 


The municipality's poiicy is to manage interest rate risk so that fluctuations in variable rates do not have a material 
impact on the surpius forthe year. The municipality currently does not have any iong-term debt exposure. 

The municipality's income and operating cash are substantially independent of changes in market rates. The 
municipaiity holds interest bearing assets with various financial institutions. 

Credlt risk 


Credlt risk consists mainly of cash deposlts. cash equivalents and trade debtors. The municipaiity only deposits with 
major banks with high quaiity credit standing and limits exposure to any one counter-party, Trade receivables comprise 
a widespread customer base. The municipality has no control over the approval of new customers who acquire 
propertles in the designated municipal area and consequently tncur rates, eiectricity and refuse debts. 


The municipaiity limits this risk exposure in the following ways, in addition to its normal credit control and debt 
management procedures ; 

-through the application of section118(3) ofthe Municipal Systems Act (MSA), which permits the municipality to refuse 
connection of services whilst any amount remains outstanding from a previous debtor on the same property. 

- a new owner is advised, prlor to the issue of a revenue clearance certificate. that any debt remaining from the previous 
owner wiil be transferred to the new owner, If the previous owner does not settle the outstanding amount. 

- through the consolidation of rates and service accounts, thereby disconnecting services for the non-payment of any of 
the individuai debts, in terms of section 102 of the MSA 


Consumer and other debtors are individually evaluated annually at balance sheet date for impairment or discounting. 
The maximum credit and interest risk exposure in respect of the reievant financia! instrument is as foilows : 

Financial Instrument 


Consumer debtors 

1 572 295 

1 301 462 

Other debtors 

4 331 577 

4 190 386 

Cash and cash equivalents 

16 062 924 

4 670 148 

The ageing of trade receivabies at the reporting date was as follows ; 



Consumer Debtors 



Gross 



0-30 days 

1 232 054 

969 719 

31-120 days 

599 204 

777 838 

Morethan 120 days 

2 698 344 

4 163 423 

Less : Provision for bad debts 

( 678 227) 

( 2 208 520) 


Net consumer debtors . r j3 851 37S 3 702 460 


Movement in the provision for doubtful debts 

Balance at the beginning of the year 
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2 208 520 


413 580 
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Contribution 

Bad debts written off 

Bafance at the end of the year 

Movement in the provislon for leave 

Balance at the beginning of the year 

Contribution 

Benefit payments 

Balance at the end of the year 

Movement in the provision for landfilt site rehabilitation 

Balance at the beginning of the year 

Contribution 

Baiance at the end of the year 


( 1 530 293) 

1 794 940 

678 227 

2 208 520 


413 340 

270 964 

124 530 

236 731 

( 152 071) 

( 94 355) 

385 799 

413 340 

931 920 

- 


931 920 


MTHONJANENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2012 


RECONCILIATION OF BUDGET SURPLUS/DEFICIT IN THE 
35 STATEMENT OF FINANCIAL PERFORMANCE 


2012 

R 


2011 

R 


36. 


Net surplus/deficit perthe statement of financial performance 

Adjusted for: 

34 997 000 

20 420 554 

Service charges 

307 169 

( 364 170) 

Government grant and subsidies 

30 710 587 

5 927 720 

Interest earned - external investments 

{ 862 931) 

( 440 828) 

Property rates including penaities imposed 

( 550 659) 

( 440 414) 

Renta! of facilities and equipment 

( 100 265) 

( 62 960) 

Fines 

( 781 532) 

( 8 690) 

Licences and permits 

( 45 694) 

( 522 305) 

Baiance of revenue 

2 539 014 

( 56 816) 

Employee retated costs 

(2 172 574) 

( 877 636) 

Remuneration of counciliors 

( 16 181) 

( 143 950) 

Bad debts 

( 3 030 293) 

294 940 

Collection costs 

( 9 101) 

( 26 653) 

Depreciation 

( 746 638) 

370 356 

Repairs and maintenance 

( 640 036) 

( 610 219) 

Buik purchases 

144 444 

243 079 

Contracted services 

36 694 

( 119 946) 

Contributions to provisions 

1 056 450 

106 731 

Capitilization of PPE 

( 64 500 500) 

( 25 773 000) 

Balance of expenditure 

( 237 104) 

( 2 642 773) 

Discontinued operations 

73 150 

156 519 


Net (deficit) / surplus per approved budget 

ANALYSIS OF THE RESULT OF DISCONTINUED OPERATIONS 

( 3 829 000) 

(4 570 461) 

Clinic Services 

Income; Government Grants and subsidies 

882,452 

882,994 

Expenditure: Employee retated costs 

(835,475) 

(931,196) 

Repairs and maintenance 

(2,748) 

(4,398) 

Genera! expenses 

(117,379) 

(103,919) 

Net (deficit) / surplus from dlscontinued operations 

( 73150) 

( 156 519) 

Non current Assets 

Property, Plant and Equipment 

52,123 

. 

Other Debtors 

231,639 

. 

intangible Assets 

2,402 



286 164 

- 

Non current liabilities 

Retirement Benefits 

26,031 

. 

Trade creditors: Leave and Pro rata bonus clinic stafF 

46,405 

. 


72,436 

- 


In addition to note 2.3 the total assets.liabilitles and responsibilities has 
been transferred to the Kwa-Zulu Natal Department of Health. 

37. SUPPLY CHAJN MANAGEMENT DEVIATIONS 

Quarterly reports made to the Mayor for the period I October 2010 to 30 
June 2012 are available on request. 
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